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Air Force Working Capital Fund
FY 2002 Amended Budget Submission

The FY 2002 Air Force Working Capital Funds (AFWCF) Amended Budget
Submission submission reflects current execution plans and a number of Air Force
initiatives to improve the efficiency and effectiveness of our activities while continuing to
meet the needs of the warfighting forces. Successful WCF operations are essential to the
Air Force’s Global Engagement mission and our transition to an Air Expeditionary Force.
To this end, we have incorporated changes in business management practices and some
known impacts of base closures into the submission.

Activity Group Overview:

The AFWCF conducts business in three primary areas: the Supply Management
Activity Group (SMAG), the Depot Maintenance Activity Group (DMAG) and the Information
Services Activity Group (ISAG). The Transportation Working Capital Fund (TWCF), for
which the Air Force assumed cash management responsibility in FY 1998, is part of this
PB submission, although the Air Force does not have day-to-day management
responsibility for TWCF operations.

Air Force Core Competencies:

The AFWCEF activities support all the Air Force core competencies: Air and Space
Superiority, Global Attack, Precision Engagement, Rapid Global Mobility, Information
Superiority and Agile Combat Support. These core competencies are fundamental to the
“Pathway to the 21% Century Air Force.” The working capital funds provide key
maintenance, transportation and support services and weapon system spare parts and
supplies. The working capital funds are essential to the readiness and sustainability of our
air and space assets and our ability to deploy forces around the globe and across any
theater in support of the National Military Strategy. Maintenance depots provide the
equipment, skills and repair services necessary to keep forces operational worldwide.
Supply management activities procure and manage inventories of consumable and
reparable spare parts maintaining all elements of the force structure mission ready.
Transportation provides the worldwide mobility element of the global engagement vision.
Activities that provide information services make it possible to operate and improve data
collection and management systems essential to warfighting and support activities.
Directly or indirectly, working capital fund activities provide warfighters the key services
needed to meet mission capability standards.



Air Force Initiatives:

The Air Force has taken significant steps to fix spare parts shortages. Spare parts
funding problems in the 1990s were a major contributor to the readiness decline over the
past several years. Fiscal Year (FY) 2002, like FY 2000 and FY 2001, fully funds “depot
level repairable” validated requirements used by operating units to “buy” spare parts from
DoD and Air Force sources. Congress, DoD and Air Force have further supported spare
parts by providing additional funding as well. Congress provided funding increases in both
FY 2000 and FY 2001. DoD and the Air Force added $382M in FY 1999 working capital
fund obligation authority (OA) to buy more parts that will deliver between FY 1999 and FY
2002. DoD and the AF added an additional $387M in FY 1999 OA for Kosovo surge and
reconstitution efforts. This budget requests over $1B more in obligation authority for
FY2002 than FY2001 to support increasing demands and to maintain pace with buy and
repair requirement increases affected by aging. Also included within this increase are
funds to bring the Direct Support Objective (DSO) related to our fighter readiness spares
packages from 63% to 83%. This will enhance the capability of the RSPs to keep
deployed squadrons flying at higher readiness rates until the stateside supply system can
begin resupply efforts. Airlift RSPs will be enhanced during FY02 as well in consideration
of the diverse missions our airlifters support and the myriad of locations from which they
can operate. All of these initiatives are expected to increase peacetime and contingency
customer support.

In Depot Maintenance, the FY 2000 Air Force Material Command Depot
Maintenance Mission Activity Strategic Plan includes 13 objectives at varying stages of
implementation. Two objectives, the industrial engineer (IE) technicain program and
improved contract depot maintenance management have provided positive results. To
date, |IE technicans have engineered approximately 72,000 hours and standard changes
have been implemented while another 57,000 hours are in coordination. The net resultis a
reduction in maintenance labor hours.

Base Closure & Depot Public-Private Competition

Efforts to realign San Antonio ALC (SA-ALC) and close Sacramento ALC (SM-
ALC), as directed by the 1995 Base Realignment and Closure (BRAC) Commission, are
complete. These two bases constitute the largest installations ever to be realigned/closed
by the Department of Defense, and the maintenance facilities represent the largest depots
closed by the BRAC process. BRAC compliance is on schedule with all actions to be
completed 13 Jul 2001.

Supply Management Activity Group (SMAG):

FY 2000 Air Force Supply Management Activity Group wholesale performance
metrics improved in most areas. Backorders were reduced another 31% after a 36%
decrease in FY99. Not Mission Capable due to Supply (NMCS) rates are still fluctuating
somewhat, but appear to be stabilizing. Actual Issue and Stockage Effectiveness were



within one percentage point of fiscal year goals of 60% and 70%, respectively. Logistics
Response Time exceeded the 38 day goal by 2 days. For Kosovo support, Logistics
Response Time was an impressive 11.9 days and Readiness Spares Package (RSP) fill
rates were the highest since the early 1990s.

Depot Maintenance Activity Group (DMAG)

Depot maintenance activities continue to experience turbulence as a result of
public-private competition and workload realignments. Between FY 1998 and FY 1999,
over one-third of the total workload was competed or realigned, stressing effective
management of personnel and resources. Declining labor productivity is a significant result
of this turmoil. Our projected productivity indicators were developed to coincide with the
effects of this significant change in workload realignment and hiring plan.

The average depot maintenance aggregate throughput (aircraft flow days) continues
to decrase each succeeding year since FY 1996. While the total flow day averages for the
general population of aircraft undergoing depot maintenance actions are decreasing,
airframes such as the KC-135 and C-5 continue to be problematic. We expect to see
some rising material costs as our engines and aircraft age and as repair parts demand
stabilizes on newer engines.

Within Air Force depots, “job routing” is the repair of exchangeable items, outside of
the supply system, as part of the process of repairing the next higher assemblies. The
process of job routing understates total repair cost of an item and masks both fialure and
usage data critical to accurate repair, spares and parts forecasting. After FY 2001, job
routing will be accomplished only by exception. This transition will improve control over
material, shorten maintenance flow times and better allocate total cost of business to the
activity receiving the support.

Information Services Activity group (ISAG)

The Air Force Information Services Activity Group continues to improve their
business processes. Earned Value Management is being applied now and soon should
show some useful data. Also, a new accounting system is getting ready to come on line in
FY 2002. Defense Working Capital Fund Accounting System (DWAS) has been modified
and tested during FY 2001. This system promises true funds control and will be Chief
Finance Officer (CFO) Act compliant. Defense Finance and Accounting Services and the
ISAG have worked together throughout this FY to assure the success of this transfer.



Transportation Working Capital Funds (TWCF):

USTRANSCOM, as the single manager of the Defense Transportation System (DTS),
exercises combatant command and peacetime management over all common user
aspects of the global mobility system. One of DoD’s highest priority goals is to maintain a
robust and responsive national DTS as a critical element of America's national security
strategy of rapid power projection of a CONUS-based force. USTRANSCOM's ability to
move sufficient numbers of U.S. forces and equipment enables us to defend vital national
interests anywhere in the world at a moment’s notice. A strong defense transportation
capability gives credence to our alliance commitments by delivering economic and security
assistance and when needed--military forces. The DTS--a partnership of military and
commercial assets--enables us to accomplish these actions.

Over 80 percent of USTRANSCOM'’s cost base is directly associated with the
contracts and materials required to meet this need. From FY 1994 to FY 2001,
USTRANSCOM and Service productivity initiatives/cost avoidance and organizational
streamlining efforts have resulted in savings of over $830 million. These productivity and
streamlining initiatives are designed to optimize efficiency, effectiveness and customer
support without degrading USTRANSCOM'’s core competencies and readiness posture.

Cash Management:

Our cash on hand for end of fiscal year 2000 was $542.6 million. Our advance
billing liability shrunk to $17.7 million by the end of fiscal year 2000. Both FY 2001 and FY
2002 supply management and depot maintenance prices contain cash factors to improve
our long-term liquidity. Prices in supply management were increased $100 million in FY
2001 and $197 million in FY 2002, while the cash factor for depot maintenance is $50
million for both fiscal years. Currently, the Air Force is postured to advance bill $700M;
however, our budget request does not specifically plan for any advance billing. The
estimated cash balance for end of fiscal years 2001 and 2002 is $109.9 million and
$608.2 million, respectively. Generally, we will advance bill if our cash balance is less than
$200 million. We are closely monitoring our cash balance and plan to advance bill if any
end of month cash balance is below $200 million.

We expect to meet the cash management goal of 7-10 days of operating cash on hand
($705 - $977 million) by the end of FY 2005 depending on business performance.



Air Force Working Capital Fund Cash
Including USTRANSCOM
(Dollars in Millions)

FY 2000 FY 2001 FY 2002
BOP CashBalance $ 5482 $ 5426 $ 109.9
Disbursements $(19,947.0) $(20,783.2) $(19,305.6)
Collections $ 19,9415 $ 20,2850 $ 19,803.9
Transfers $ 829 $ 655 $ 0

EOP Cash Balance $ 5426 $ 1099 $ 608.2




Revenues and Expenses

Air Force Working Capital Fund

FUND14 Consolidation FY 2002 Amended Budget Submission
(Dollars in Millions) June 2001
2000 AC 2001 AP 2002 R
Revenue:

Gross Sales 20,884.115 22,589.493 22,354.339
Operations 20,303.610 22,167.090 21,851.726
Capital Surcharge 71.800 13.500 0.000
Depreciation exc Maj Const 171.600 183.000 197.700
Major Construction Dep 20.754 14.503 14.713

Cash Surcharge 50.000 50.000 50.000

Other Income 934.042 554.529 652.068

Refunds/Discounts 2,537.240 2,315.406 2,315.991
Total Income: 19,014.566 20,667.216 20,450.216

Expenses:

Cost of Materiel Sold from Inv 8,334.155 9,074.576 7,760.622

Mobilization 28.176 29.224 29.786

Full Cost Recovery 0.000 0.000 0.000

Lean Logistics 0.000 0.000 0.000

Inventory Gains/Losses (27.136) (17.211) (9.021)

Inventory Maintenance 1.439 (0.415) 0.000

Salaries and Wages:

Military Personnel Compensation & Benefits 93.305 104.828 98.297
Civilian Personnel Compensation & Benefits 1,649.804 1,703.357 1,765.933

Travel & Transportation of Personnel 111.357 104.426 101.426

Materials & Supplies (For internal Operations) 2,524.666 2,930.096 3,069.197

Equipment 27.386 31.607 43.207

Other Purchases from Revolving Funds 780.239 966.337 1,005.844

Transportation of Things 244.489 108.385 109.768

Depreciation - Capital 316.381 352.196 373.711

Printing and Reproduction 6.228 8.268 8.276

Advisory and Assistance Services 18.235 23.780 20.989

Rent, Communication, Utilities, & Misc. Charges 107.780 109.775 123.299

Other Purchased Services 5,211.521 5,179.676 5,334.297

Other Expenses 1.898 20.383 36.126
Total Expenses 19,429.923 20,729.288 19,871.757

Change in Work in Process 268.277 (14.234) (28.811)
Operating Result (147.080) (76.306) 549.648

Less Capital Surcharge Reservation 110.500 13.500 0.000

Plus Passthroughs or Other Approps (NOR) 0.000 0.000 0.000

Other Adjustments (NOR) (141.040) (32.695) (58.236)
Mobilization 28.176 29.224 29.786
Other Changes (169.216) (61.919) (88.022)

Net Operating Result (Calculation) (398.620) (122.501) 491.412
Net Operating Result (1307 Report) (426.779) (122.501) 491.412

Prior Year Adjustments (8.839) 0.000 0.000

Other Changes (AOR) 0.000 0.000 0.000
Prior Year AOR 218.969 (196.641) (368.666)

Accumulated Operating Result (216.649) (319.142) 122.746

Non-Recoverable Adjustment (AOR) (20.008) 50.000 124.000

Accumulated Operating Result for Bdgt Purposes (196.641) (369.142) (1.254)

RUN Date/Time: 7/14/01 12:19:47 VERSION: Pentagon:saf_fmbmr//FINAL



AFWCF Total Summary - Financial Highlights
Air Force Working Capital Fund

AFWCF Total Summary Consolidation FY 2002 Amended Budget Submission

(Dollars in Millions) June 2001
2000 AC 2001 AP 2002 R
Cost of Goods Sold 14,196.8 15,309.6 14,311.3
Net Operating Results (398.6) (122.5) 491.4
Accumulated Operating Results (196.6) (369.1) (1.3)
Civilian End Strength 27,867 27,502 27,755
Military End Strength 15,396 15,715 15,668
Civilian Workyears 28,391 28,331 28,929
Military Workyears 15,650 15,513 15,054
Capital Budget Program Authority 370.0 377.0 416.9

RUN Date/Time: 7/14/01 12:14:47 VERSION: Pentagon:saf_fmbmr//FINAL
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Air Force Working Capital Fund
FY 2002 Amended Budget Submission
Supply Management Activity Group

Activity Group Overview

The Air Force Supply Management Activity Group (SMAG), formerly the Supply
Management Business Area (SMBA), was incorporated into the Air Force Working Capital
Fund effective 11 Dec 1996. The Supply Management Activity Group consists of five
diverse wholesale and retail divisions: Material Support, General Support, Medical-Dental,
Fuels, and United States Air Force Academy.

The Supply Management Activity Group manages over two million inventory items
including weapon system spare parts, ground, aviation and missile fuels, medical-dental
supplies and equipment, food items, and other supply items used in non-weapon system
applications. The Air Force Supply Management Activity Group is an equal partner in the
support of combat readiness for all customers by procuring critical material and making
repair parts available to the appropriate activities. Material is procured from the vendors
and held in inventory for sale to authorized customers.

Revenue is generated from sales of various supply and fuel items to a variety of
customers. The primary customers are Air Force Operations and Maintenance, Air Force
Reserve, Air National Guard, Foreign Military Sales, Army, Navy and other non-DoD
activities, as well as other working capital funds, such as Depot Maintenance.

Division Overviews

Wholesale Activities

The Material Support Division (MSD) manages over 160,000 depot level reparable
(DLR) and consumable items for which the Air Force is the Inventory Control Point (ICP).
These items are generally weapon system related and are procured by the Air Force
Materiel Command. The Supply Management Activity Group provides cost visibility related
to wholesale inventory control point operations (including cataloging and standardization) in
support of the MSD. Costs contained in this division include civilian and military labor,
travel, supplies, expendable equipment, and contractual services. Additionally,
depreciation of capital assets is recovered into the fund providing revenue for future capital
investments. Other expenses accumulated within the division which are recovered through
cost recovery rates include reimbursable services provided by the Defense Logistics
Agency (DLA), Defense Logistics Information Services (DLIS), Defense Finance and
Accounting Service (DFAS), Defense Reutilization and Marketing Service (DRMS),
Defense Information Systems Agency (DISA), and AF Operation and Maintenance - Base
Operating Support.



Increased deployments since 1990, aging aircraft, problems in funding spares
through most of the 1990s, and low retention of maintenance technicians in recent years
have combined to cause a 8.1% drop in mission capable (MC) rates over the Air Force
fleet since 1994. While MC rates have suffered, Congressional, DoD and Air Force efforts
related to spare parts have resulted in the non-mission capable rates relating to supply
(NMCS) to begin showing improvement. These efforts were primarily funding based,
including the FY99 Bowwave funding which allowed the Air Force to purchase much
needed engine components, Kosovo reconstitution funding and the decision to allow the
Air Force cost per flying hour program to be funded unconstrained.

In addition to these funding based initiatives, the MSD has made two significant
business process changes, which will help improve readiness as well. The first required an
in-depth look at the cause behind a systemic cash drain within the Division. The Air Force
realized that repair costs were being insufficiently reflected on MSD financial statements
thus causing overstated operating results and less than adequate budget year price
changes. In addition to the cash loss this imposed on the Division whereby sales revenue
collected was inadequate to recover full costs, this also caused an inordinate amount of
cost authority to be subsumed in the repair process. The Division was unable to fully
support the buy program and even had to scale back the repair program to stay within
available resources. In FY02, more accurate repair expenses estimates have been
included in MSD prices, thus contributing to the 10.6% price change from FYQO1. This will
allow the Division to fully recover costs and will stop the cash drain that has plagued the
Fund since FY98.

The second process change centers on distancing the relationship between sales
revenue and cost authority required to support the spares program. Particularly in light of
the effects of aging on aircraft component part reliability, the supply system is recognizing
that the frequency of demands is increasing and the need to order replacement parts and
step up repair activity is increasing as well. Given that the time between ordering and
delivering parts is 12-24 months on average, the supply system may need cost authority in
excess of that which could be ‘earned’ through sales transactions. This cause and effect
relationship between sales and cost authority that was maintained in the past has been
updated to allow the supply system to take a more proactive position in terms of repairing
and ordering parts in anticipation of future needs rather than based on past events. With
these changes, we hope to continue to make improvements in stockage effectiveness and
backorder reduction.

Retail Activities

The General Support Division (GSD) finances the Air Force retail inventory and
issue requirements for all non-Air Force managed items other than those pertaining to
medical, troop support and fuels requirements. The majority of items are used to support
field and depot maintenance of aircraft, ground and airborne communication and electronic
systems, as well as other sophisticated systems and equipment. The General Support
Division also manages many items related to installation, maintenance, and administrative



functions. For fiscal year 2002, the number of different items managed by General Support
Division is 1,640,000.

The Surgeon General of the Air Force is responsible for the overall management of
the Medical-Dental Division. The central financial and material management functions
are assigned to the Air Force Medical Logistics Office at Frederick, Maryland. The
division manages about 265,700 different items through 91 outlets, of which 69 are in the
CONUS. The Medical-Dental Division has a War Reserve Material requirement for
prepositioned medical supplies and equipment vital to support forces in combat pending
resupply. It reduces the demand for high priority transportation and ensures a rapid go-to-
war capability.

The Fuels Division manages aviation fuel and ground fuel requirements for Air
Force components and missile fuel requirements for all Department of Defense activities.
Air Force Fuels Division will transfer operations to Defense Energy Support Center
(DESC) effective 1 October 2001 as directed by DoD. The Air Force obtains aviation and
ground fuel products from the Defense Logistics Agency, which procures these products
from vendors. The Directorate of Aerospace Fuels Management directly procures missile
fuel products from vendors. Like the Material Support Division, Fuels also provides cost
visibility related to its retail operations.

The Air Force Academy Division finances the purchase of uniforms and uniform
accessories for sale to cadets in accordance with regulations of the Air Force Academy
and related statutes. The customer base consists of over 4,000 cadets who receive
distinctive uniforms procured from various manufacturing contractors located coast to
coast.

Revenue, Expenses and Iltems Managed

The table below provides revenue and expenses for the total Supply Management
Activity Group.

($ Millions) FY 2000 FY 2001 FY 2002
Revenue 9,050.2 10,018.7 9,002.3
Expenses 9,173.5 10,051.0 8,822.7
Operating Result -123.3 -32.3 179.7
Net Operating Results -95.2 -65.0 109.4
Accumulated Operating Results -41.1 -106.1 3.8
Number of Items Managed 1,915,875 1,853,921 1,792.438.0




Military and Civilian End Strength

Civilian and Military End Strength, Full Time Equivalents and Workyears are only
applicable to the Material Support and Fuels Divisions.

FY 2000 FY 2001 FY 2002
Civilian End Strength 2,050 1,895 2,228
Civilian Full Time Equivalents 2,055 1,971 2,210
Military End Strength 65 65 61
Military Workyears 65 65 61

Customer Price Change (%)

Division FY 2001 FY 2002
Material Support +6.4  +10.6
General Support -1.12 +5.44
Fuels -0.02 N/A
Medical-Dental +0.78  +1.23
Academy +1.45 +0.41

Stockage Effectiveness

Stockage Effectiveness measures how often the supply system has available for
immediate sale those items it intends to maintain at base and depot level supply locations.
Stockage Effectiveness is only measured for the Material Support and General Support
Divisions.

Division FY 2000 FY 2001 FY 2002

Materiel Support 70% 72% 74%
General Support 87% 87% 72%
Fuels 100% 100% 87%
Medical-Dental 97% 97% 97%
Troop N/A N/A N/A
Academy 100% 100% 100%




Material Cost Summary
Air Force Working Capital Fund

SM1 AF Supply Management Activity Group FY 2002 Amended Budget Submission
(Dollars in Millions) June 2001
2000 AC NET COST TARGETS
PEACETIME CUSTOMER COMMITMENT  TARGET
DIVISION INVENTORY ORDERS NET SALES OPERATING MOBILIZATION OTHER TOTAL TARGET TOTAL

Supply Managment Activity Group
ICP Retail Summary

Fuels 49.766 1,786.657 1,786.657 1,772.858 0.000 0.000 1,772.858 0.000 1,772.858
GSD 1,216.633 1,810.064 1,793.284 1,770.215 0.000 0.000 1,770.215 95.797 1,866.012
Med/Dent 56.504 615.298 610.143 617.269 28.176 0.000 645.445 14.000 659.445
Academy 3.873 5.523 5.523 5.523 0.000 0.000 5.523 5.200 10.723
Subtotal 1,326.776 4,217.542 4,195.607 4,165.865 28.176 0.000 4,194.041 114.997 4,309.038

ICP Wholesale Summary

MSD 22,600.000 4,257.948 4,224.754 4,138.638 0.000 161.728 4,300.366 3.779 4,304.145
Subtotal 22,600.000 4,257.948 4,224.754 4,138.638 0.000 161.728 4,300.366 3.779 4,304.145
Component Total 23,926.776 8,475.490 8,420.361 8,304.503 28.176 161.728 8,494.407 118.776 8,613.183

RUN Date/Time: 7/14/01 12:41:43 VERSION: Pentagon:saf_fmbmr//FINAL



Material Cost Summary
Air Force Working Capital Fund

SM1 AF Supply Management Activity Group FY 2002 Amended Budget Submission
(Dollars in Millions) June 2001
2001 AP NET COST TARGETS
PEACETIME CUSTOMER COMMITMENT  TARGET
DIVISION INVENTORY ORDERS NET SALES OPERATING MOBILIZATION OTHER TOTAL TARGET TOTAL

Supply Managment Activity Group
ICP Retail Summary

Fuels 43.878 2,780.516 2,780.516 2,774.532 0.000 0.710 2,775.242 0.000 2,775.242
GSD 1,221.182 1,812.562 1,800.651 1,800.651 0.000 0.000 1,800.651 94.580 1,895.231
Med/Dent 40.304 693.932 703.200 703.200 29.224 0.000 732.424 14.000 746.424
Academy 3.873 5.391 5.300 5.300 0.000 0.000 5.300 5.300 10.600
Subtotal 1,309.237 5,292.401 5,289.667 5,283.683 29.224 0.710 5,313.617 113.880 5,427.497

ICP Wholesale Summary

MSD 23,057.365 4,533.871 4,343.481 4,314.691 0.000 376.524 4,691.215 4.183 4,695.398
Subtotal 23,057.365 4,533.871 4,343.481 4,314.691 0.000 376.524 4,691.215 4.183 4,695.398
Component Total 24,366.602 9,826.272 9,633.148 9,598.374 29.224 377.234 10,004.832 118.063 10,122.895

RUN Date/Time: 7/14/01 12:41:43 VERSION: Pentagon:saf_fmbmr//FINAL



Material Cost Summary
Air Force Working Capital Fund

SM1 AF Supply Management Activity Group FY 2002 Amended Budget Submission
(Dollars in Millions) June 2001
2002 R NET COST TARGETS
PEACETIME CUSTOMER COMMITMENT  TARGET
DIVISION INVENTORY ORDERS NET SALES OPERATING MOBILIZATION OTHER TOTAL TARGET TOTAL

Supply Managment Activity Group
ICP Retail Summary

Fuels 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
GSD 1,089.515 2,024.623 1,938.196 1,938.196 0.000 0.000 1,938.196 93.369 2,031.565
Med/Dent 37.750 873.940 867.715 867.715 29.786 0.000 897.501 14.000 911.501
Academy 3.873 5.300 5.300 5.300 0.000 0.000 5.300 5.300 10.600
Subtotal 1,131.138 2,903.863 2,811.211 2,811.211 29.786 0.000 2,840.997 112.669 2,953.666

ICP Wholesale Summary

MSD 23,558.251 5,931.786 5,832.033 5,529.472 0.000 353.550 5,883.022 4.246 5,887.268
Subtotal 23,558.251 5,931.786 5,832.033 5,529.472 0.000 353.550 5,883.022 4.246 5,887.268
Component Total 24,689.389 8,835.649 8,643.244 8,340.683 29.786 353.550 8,724.019 116.915 8,840.934

RUN Date/Time: 7/14/01 12:41:43 VERSION: Pentagon:saf_fmbmr//FINAL



SM3B

Weapon System Funding
Air Force Working Capital Fund

AF Supply Management Activity Group

FY 2002 Amended Budget Submission

(Dollars in Millions) Material Support Division June 2001
2000 Buy Initial Spares Repair Additives Total
A-7 0.000 0.000 0.000 0.000 0.000
A-10 17.138 0.113 94.781 0.000 112.032
B-1B 83.710 2.173 162.176 0.000 248.059
B-2 3.377 4.419 12.935 0.000 20.731
B-52 18.861 4.024 46.826 0.000 69.711
C-5 106.612 3411 182.561 0.000 292.584
C-17 0.000 0.000 0.000 0.000 0.000
C-130 19.612 1.572 142.324 0.000 163.508
C-135 48.351 6.172 97.375 0.000 151.898
C-141 3.737 1.235 43.698 0.000 48.670
E-3 30.970 6.689 33.762 0.000 71.421
E-4 0.044 0.000 0.053 0.000 0.097
E-8 0.373 0.851 0.266 0.000 1.490
F-4 3.069 0.000 9.695 0.000 12.764
F-15 72.346 14.330 195.881 0.000 282.557
F-16 61.966 18.632 136.661 0.000 217.259
F-111 0.040 0.000 0.360 0.000 0.400
F-117 0.000 0.000 0.008 0.000 0.008
H-1 0.127 0.000 3.497 0.000 3.624
H-3 0.000 0.000 0.000 0.000 0.000
H-53 4.372 0.000 18.327 0.000 22.699
H-60 0.204 0.000 1.429 0.000 1.633
Trainers 22.889 0.000 25.639 0.000 48.528
F100 306.963 0.000 494.156 0.000 801.119
F110 165.187 0.000 137.792 0.000 302.979
SOF 1.407 3.319 13.808 0.000 18.534
Common 47.949 0.000 261.224 0.000 309.173
Other Aircraft 4.701 0.000 7.681 0.000 12.382
2 Level Maintenance 0.000 0.000 0.000 0.000 0.000
Missiles 3.190 0.429 17.175 0.000 20.794
Other 29.418 11.994 147.005 0.000 188.417
Total 1,056.613 79.363 2,287.095 0.000 3,423.071

RUN Date/Time: 7/16/01 11:03:57

VERSION: Pentagon:saf_fmbmr//FINAL



SM3B

Weapon System Funding
Air Force Working Capital Fund

AF Supply Management Activity Group

FY 2002 Amended Budget Submission

(Dollars in Millions) Material Support Division June 2001
2001 Buy Initial Spares Repair Additives Total
A-7 0.000 0.000 0.000 0.000 0.000
A-10 14.924 0.838 79.054 0.000 94.816
B-1B 89.958 8.300 184.646 0.000 282.904
B-2 4.192 5.000 42.719 0.000 51.911
B-52 20.257 2.063 48.374 0.000 70.694
C-5 77.309 0.040 219.686 0.000 297.035
C-17 0.000 0.000 0.000 0.000 0.000
C-130 31.735 9.254 163.025 0.000 204.014
C-135 44.651 23.736 96.638 0.000 165.025
C-141 1.519 0.000 37.441 0.000 38.960
E-3 19.571 11.230 43.136 0.000 73.937
E-4 0.003 0.000 0.047 0.000 0.050
E-8 0.281 4.700 4.229 0.000 9.210
F-4 0.626 0.000 4.600 0.000 5.226
F-15 58.484 12.839 221.138 0.000 292.461
F-16 64.993 52.506 170.400 0.000 287.899
F-111 0.005 0.000 0.285 0.000 0.290
F-117 0.000 0.000 0.018 0.000 0.018
H-1 0.203 0.000 4.416 0.000 4.619
H-3 0.000 0.000 0.000 0.000 0.000
H-53 3.054 0.000 20.870 0.000 23.924
H-60 0.051 0.000 1.983 0.000 2.034
Trainers 22.197 0.000 28.071 0.000 50.268
F100 240.635 0.000 558.751 0.000 799.386
F110 185.185 0.000 155.362 0.000 340.547
SOF 1.273 3.000 14.318 0.000 18.591
Common 53.008 3.050 263.559 0.000 319.617
Other Aircraft 3.544 0.000 1.923 0.000 5.467
2 Level Maintenance 0.000 0.000 0.000 0.000 0.000
Missiles 2.744 0.782 17.142 0.000 20.668
Other 10.302 41.318 151.584 0.000 203.204
Total 950.704 178.656 2,533.415 0.000 3,662.775
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SM3B

Weapon System Funding
Air Force Working Capital Fund

AF Supply Management Activity Group

FY 2002 Amended Budget Submission

(Dollars in Millions) Material Support Division June 2001
2002 Buy Initial Spares Repair Additives Total
A-7 0.000 0.000 0.000 0.000 0.000
A-10 33.985 0.324 120.495 0.000 154.804
B-1B 70.965 8.017 197.040 0.000 276.022
B-2 6.461 4.000 73.623 0.000 84.084
B-52 30.212 0.000 63.213 0.000 93.425
C-5 93.800 0.000 247.450 0.000 341.250
C-17 0.000 0.000 0.000 0.000 0.000
C-130 50.250 1.935 187.682 0.000 239.867
C-135 57.000 16.550 118.934 0.000 192.484
C-141 1.706 0.000 33.602 0.000 35.308
E-3 26.247 15.320 55.952 0.000 97.519
E-4 0.483 0.000 0.571 0.000 1.054
E-8 10.745 0.000 23.032 0.000 33.777
F-4 0.567 0.000 4.834 0.000 5.401
F-15 126.671 14.240 336.696 0.000 477.607
F-16 92.539 26.150 248.670 0.000 367.359
F-111 0.054 0.000 0.328 0.000 0.382
F-117 0.000 0.000 0.063 0.000 0.063
H-1 1.391 0.000 5.838 0.000 7.229
H-3 0.000 0.000 0.000 0.000 0.000
H-53 3.033 0.000 28.418 0.000 31.451
H-60 3.857 0.000 6.116 0.000 9.973
Trainers 30.663 0.000 44.248 0.000 74911
F100 359.211 0.000 716.615 0.000 1,075.826
F110 242.647 0.000 232.703 0.000 475.350
SOF 0.789 14.157 19.028 0.000 33.974
Common 79.674 0.816 306.622 0.000 387.112
Other Aircraft 4.779 0.000 2.497 0.000 7.276
2 Level Maintenance 0.000 0.000 0.000 0.000 0.000
Missiles 2.449 0.000 19.911 0.000 22.360
Other 11.995 6.477 166.332 0.000 184.804
Total 1,342.173 107.986 3,260.513 0.000 4,710.672
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Inventory Status
Air Force Working Capital Fund

SM4 AF Supply Management Activity Group FY 2002 Amended Budget Submission
(Dollars in Millions) June 2001
2000 AC Total Mobil Peacetime Peacetime
Operating Other
1. Inventory BOP 23,855.186 659.218 17,714.624 5,481.344
2. BOP Inventory Adjustments
a. Reclassification Change (Memo) (9.919) 0.000 (9.919) 0.000
b. Price Change Amount 187.702 33.134 108.638 45.930
c. Inventory Reclassified and Repriced 24,032.969 692.352 17,813.343 5,527.274
3. Receipts at Standard 6,033.921 33.365 5,445.452 555.104
4. Gross Sales w/ Surcharge 10,907.024 0.000 10,907.024 0.000
5. Inventory Adjustments
a. Capitalizations + or (-) (214.843) (13.699) (146.903) (54.241)
b. Returns from Customers for Credit + 2,500.240 0.000 2,500.240 0.000
c. Returns from Customers w/o Credit 837.147 0.000 1.737 835.410
d. Returns to Suppliers (-) (190.821) (2.842) (45.569) (142.410)
e. Transfers to Property Disposal (-) (598.351) (9.623) (0.785) (587.943)
f. Issues/Receipts w/o Reimbursement 417.106 0.000 491.207 (74.101)
g. Other Adjustments
1. Destruct, Shrink, Deteriorations, etc. (27.643) (7.991) (14.945) (4.707)
2. Discounts on Returns (35.136) 0.000 (2.716) (32.420)
3. Trade-ins 0.000 0.000 0.000 0.000
4. Loss from Disaster (0.287) 0.000 (0.056) (0.231)
5. Assembly/Disassembly 9.611 1.275 6.327 2.009
6. Physical Inventory Adj (176.278) (6.944) (128.956) (40.378)
7. Accounting Adjustments 2,586.953 10.606 1,984.889 591.458
8. Shipment Discrepancies (1.767) 0.361 (116.295) 114.167
9. Other Gains/Losses 213.603 3.013 160.181 50.409
10. Strata Transfers 0.170 16.431 1,354.083 (1,370.344)
11. Strata Transfers in Transit 0.014 0.000 0.014 0.000
12. Other Adjustments - Total 2,569.240 16.751 3,242.526 (690.037)
h. Total Inventory Adjustments 5,319.718 (9.413) 6,042.453 (713.322)
6. Inventory EOP 24,479.584 716.304 18,394.224 5,369.056
7. Inventory EOP, Revalued (LAC, Discounted) 24,479.584 716.304 18,394.224 5,369.056
a. Economic Retention (Memo) 3,944.671 0.000 0.000 3,944.671
b. Contingency Retention (Memo) 1,054.604 0.000 0.000 1,054.604
c. Potential DOD Reutilization (Memo) 385.146 18.000 0.200 366.946
8. Inventory on Order at Cost EOP (Memo) 3,385.472 12.791 3,115.689 256.992
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Inventory Status
Air Force Working Capital Fund

SM4 AF Supply Management Activity Group FY 2002 Amended Budget Submission
(Dollars in Millions) June 2001
2001 AP Total Mobil Peacetime Peacetime
Operating Other
1. Inventory BOP 24,479.584 716.304 18,394.224 5,369.056
2. BOP Inventory Adjustments
a. Reclassification Change (Memo) (15.324) 0.000 (15.324) 0.000
b. Price Change Amount 1,606.555 44.068 1,210.926 351.561
c. Inventory Reclassified and Repriced 26,070.815 760.372 19,589.826 5,720.617
3. Receipts at Standard 6,829.069 11.414 6,375.962 441.693
4. Gross Sales w/ Surcharge 11,916.375 0.000 11,916.375 0.000
5. Inventory Adjustments
a. Capitalizations + or (-) 344.671 (12.127) 284.091 72.707
b. Returns from Customers for Credit + 2,304.106 0.000 2,304.106 0.000
c. Returns from Customers w/o Credit 1,213.770 0.000 8.000 1,205.770
d. Returns to Suppliers (-) (233.863) (2.800) (89.417) (141.646)
e. Transfers to Property Disposal (-) (578.874) (7.500) (0.175) (571.199)
f. Issues/Receipts w/o Reimbursement 432.748 0.000 503.916 (71.168)
g. Other Adjustments
1. Destruct, Shrink, Deteriorations, etc. (14.556) (4.140) (6.221) (4.195)
2. Discounts on Returns (33.860) 0.000 (7.306) (26.554)
3. Trade-ins 0.000 0.000 0.000 0.000
4. Loss from Disaster (0.241) 0.000 (0.007) (0.234)
5. Assembly/Disassembly 15.794 0.118 13.977 1.699
6. Physical Inventory Adj (93.197) (4.588) (50.025) (38.584)
7. Accounting Adjustments 440.776 (8.013) 340.984 107.805
8. Shipment Discrepancies 10.298 0.000 (69.241) 79.539
9. Other Gains/Losses 125.994 (0.854) 83.893 42.955
10. Strata Transfers (0.043) (22.770) 1,364.150 (1,341.423)
11. Strata Transfers in Transit (0.041) 0.000 (0.041) 0.000
12. Other Adjustments - Total 450.924 (40.247) 1,670.163 (1,178.992)
h. Total Inventory Adjustments 3,933.482 (62.674) 4,680.684 (684.528)
6. Inventory EOP 24,916.991 709.112 18,730.097 5,477.782
7. Inventory EOP, Revalued (LAC, Discounted) 24,916.991 709.112 18,730.097 5,477.782
a. Economic Retention (Memo) 4,049.519 0.000 0.000 4,049.519
b. Contingency Retention (Memo) 1,077.788 0.000 0.000 1,077.788
c. Potential DOD Reutilization (Memo) 365.751 18.000 0.200 347.551
8. Inventory on Order at Cost EOP (Memo) 3,388.986 30.601 3,093.747 264.638
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Inventory Status
Air Force Working Capital Fund

SM4 AF Supply Management Activity Group FY 2002 Amended Budget Submission
(Dollars in Millions) June 2001
2002 R Total Mobil Peacetime Peacetime
Operating Other
1. Inventory BOP 24,873.113 709.112 18,686.219 5,477.782
2. BOP Inventory Adjustments
a. Reclassification Change (Memo) (0.059) 0.000 (0.059) 0.000
b. Price Change Amount 2,606.780 50.951 1,986.304 569.525
c. Inventory Reclassified and Repriced 27,479.834 760.063 20,672.464 6,047.307
3. Receipts at Standard 4,472.874 25.148 3,935.156 512.570
4. Gross Sales w/ Surcharge 10,949.928 0.000 10,949.928 0.000
5. Inventory Adjustments
a. Capitalizations + or (-) 349.453 (12.378) 286.427 75.404
b. Returns from Customers for Credit + 2,315.991 0.000 2,315.991 0.000
c. Returns from Customers w/o Credit 1,212.597 0.000 0.000 1,212.597
d. Returns to Suppliers (-) (149.315) (4.500) (1.000) (143.815)
e. Transfers to Property Disposal (-) (593.550) (16.000) (0.645) (576.905)
f. Issues/Receipts w/o Reimbursement 438.473 0.000 510.712 (72.239)
g. Other Adjustments
1. Destruct, Shrink, Deteriorations, etc. (26.953) (7.134) (15.534) (4.285)
2. Discounts on Returns (33.408) 0.000 (6.453) (26.955)
3. Trade-ins 0.000 0.000 0.000 0.000
4. Loss from Disaster (0.238) 0.000 0.000 (0.238)
5. Assembly/Disassembly 7.743 0.114 5.936 1.693
6. Physical Inventory Adj (176.778) (4.034) (134.241) (38.503)
7. Accounting Adjustments 711.109 (6.890) 563.491 154.508
8. Shipment Discrepancies (29.825) 10.691 (116.822) 76.306
9. Other Gains/Losses 223.639 1.393 178.368 43.878
10. Strata Transfers (0.040) (21.900) 1,346.727 (1,324.867)
11. Strata Transfers in Transit 0.009 0.000 0.009 0.000
12. Other Adjustments - Total 675.258 (27.760) 1,821.481 (1,118.463)
h. Total Inventory Adjustments 4,248.907 (60.638) 4,932.966 (623.421)
6. Inventory EOP 25,251.687 724.573 18,590.658 5,936.456
7. Inventory EOP, Revalued (LAC, Discounted) 25,251.687 724.573 18,590.658 5,936.456
a. Economic Retention (Memo) 105.715 0.000 0.000 105.715
b. Contingency Retention (Memo) 98.130 0.000 0.000 98.130
c. Potential DOD Reutilization (Memo) 214.664 0.000 0.000 214.664
8. Inventory on Order at Cost EOP (Memo) 3,376.678 35.239 3,080.772 260.667
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Sources of Revenue
Air Force Working Capital Fund
FUND11 AF Supply Management Activity Group FY 2002 Amended Budget Submission
(Dollars in Millions) June 2001

2000 AC 2001 AP 2002 R

1. New Orders (Gross)
a. Orders From DOD Components:

(1) Air Force

RUN Date/Time: 7/14/01 09:33:31

VERSION: Pentagon:saf_fmbmr//FINAL

(a) Aircraft Procurement 34.727 30.183 39.943
(b) Missile Procurement 5.593 18.487 4.793
(c) Other Procurement 3.726 3.560 5.720
(d) Military Construction - AF 0.000 0.000 0.000
(e) Operations & Maintenance - AF 4,929.456 5,353.627 5,147.397
(f) Military Personnel - AF 33.447 63.575 53.952
(g9) Research and Development - AF 118.591 120.217 114.990
(h) Reserve Personnel - AF 4.126 7.605 7.410
(i) Operations & Maintenance - AFRES 358.384 424.287 300.452
(i) Operations & Maintenance - ANG 1,321.804 1,424.076 1,267.739
(k) Guard Personnel - ANG 11.702 22.031 17.183
() Family Housing 8.965 14.078 22.433
(m) Special Trust Funds 5.665 5.271 5.291
(n) Other Air Force 4.541 1.520 3.103
Total Air Force 6,840.727 7,488.517 6,990.406
(2) Army 32.787 32.508 27.201
(3) Navy 161.798 175.248 110.541
(4) MAP/Grant Aid (0.020) 0.420 0.160
(5) Other DOD 988.291 998.528 1,170.924
Total DOD excluding WCF 8,023.583 8,695.221 8,299.232

b. Orders From Other Fund Activity Groups
(1) Oth AF Supply Management Activity Group 26.562 23.608 38.608
(2) Transportation Activity Group - TRANSCON 749.931 1,165.967 659.298
(3)Depot Maintenance Activity Group 1,758.581 1,818.798 1,862.171
(4) Other WCF Activity Groups 0.000 0.007 0.014
(5) Commissary, Sur. Coll. 0.104 0.250 0.000
Total Other Fund Activity Groups 2,535.178 3,008.630 2,560.091
c. Total DOD 10,558.761 11,703.851 10,859.323

d. Other Orders:

(1) Other Federal Agencies 43.280 47.761 21.185
(2) Non Federal Agencies 111.851 177.777 7.308
(3) FMS 261.838 200.989 263.824
Total 416.969 426.527 292.317
Total New Gross Orders 10,975.730 12,130.378 11,151.640
. Carry-In Orders 864.363 919.492 1,111.653
. Total Gross Orders (New + Carry-in Orders) 11,840.093 13,049.870 12,263.293
. Change to Backlog 55.129 193.124 192.405
. Total Gross Sales 10,920.601 11,937.254 10,959.235
. Less Credit Returns 2,500.240 2,304.106 2,315.991
. Total Net Sales 8,420.361 9,633.148 8,643.244



Revenues and Expenses
Air Force Working Capital Fund

FUND14 AF Supply Management Activity Group

FY 2002 Amended Budget Submission

(Dollars in Millions) June 2001
2000 AC 2001 AP 2002 R
Revenue:

Gross Sales 10,920.601 11,937.254 10,959.235
Operations 10,920.601 11,937.254 10,959.235
Capital Surcharge 0.000 0.000 0.000
Depreciation exc Maj Const 0.000 0.000 0.000
Major Construction Dep 0.000 0.000 0.000

Other Income 629.791 385.529 359.068

Refunds/Discounts/Credit Returns (-) 2,500.240 2,304.106 2,315.991
Total Income: 9,050.152 10,018.677 9,002.312

Expenses:

Cost of Materiel Sold from Inv 8,334.155 9,074.576 7,760.622
STD Cost of Materiel 5,594.139 6,417.410 7,760.622
Exchg Cost of Materiel 2,058.591 1,795.166 0.000
Condemnations @ Carcass 681.425 862.000 0.000

Mobilization 28.176 29.224 29.786

Full Cost Recovery 0.000 0.000 0.000

Lean Logistics 0.000 0.000 0.000

Inventory Gains/Losses (27.136) (17.211) (9.021)

Inventory Maintenance 1.439 (0.415) 0.000

Salaries and Wages:

Military Personnel Compensation & Benefits 3.202 3.081 4.043
Civilian Personnel Compensation & Benefits 113.123 113.322 140.178
Travel & Transportation of Personnel 3.269 5.741 5.877
Materials & Supplies (For internal Operations) 7.610 8.895 7.567
Equipment 0.053 0.000 0.000
Other Purchases from Revolving Funds 310.328 388.131 385.431
Transportation of Things 228.780 90.975 92.159
Depreciation - Capital 30.742 56.437 38.776
Printing and Reproduction 3.440 5.468 5.323
Advisory and Assistance Services 0.535 0.580 0.589
Rent, Communication, Utilities, & Misc. Charge: 36.794 41.038 47.588
Other Purchased Services 97.062 230.738 277.614
Other Expenses 1.898 20.383 36.126
Total Expenses 9,173.470 10,050.963 8,822.658
Operating Result (123.318) (32.286) 179.654
Less Capital Surcharge Reservation 0.000 0.000 0.000
Plus Passthroughs or Other Approps (NOR) 0.000 0.000 0.000
Other Adjustments (NOR) 28.107 (32.695) (70.236)
Mobilization 28.176 29.224 29.786
Other Changes (0.069) (61.919) (100.022)
Net Operating Result (Calculation) (95.211) (64.981) 109.418
Net Operating Result (1307 Report) (123.370) (64.981) 109.418
Other Changes (AOR) 0.000 0.000 0.000
Prior Year AOR 54.116 (41.095) (105.600)
Accumulated Operating Result (69.254) (106.076) 3.818
Non-Recoverable Adjustment (AOR) (28.159) 0.000 0.000
Accumulated Operating Result for Bdgt Purpose (41.095) (106.076) 3.818
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Fuel Procurement
Air Force Working Capital Fund

FUND15 AF Supply Management Activity Group FY 2002 Amended Budget Submission
(Dollars in Millions) June 2001
2000 PROCURED FROM DESC PROCURED BY SERVICE
COST PER EXTENDED COST PER EXTENDED STABIL
BARRELS BARREL PRICE BARRELS BARREL PRICE PRICE
(MIL BBLS) %) ($ MIL) (MIL BBLS) %) ($ MIL) %)
JP-4 0.00000 33.60 0.000 0.00000 0.00 0.000 0.00
JA-1 0.07048 25.62 1.806 1.40143 63.00 88.290 0.00
JP-5 2.77164 26.46 73.338 0.00000 0.00 0.000 0.00
JP-8 56.77739 26.04 1,478.483 0.00000 0.00 0.000 0.00
AVGAS 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
INTO-PLANE 2.02621 33.18 67.230 0.00000 0.00 0.000 0.00
MOGAS,UNL 0.63867 28.56 18.240 0.40328 28.56 11.518 0.00
MOGAS,LD 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
DISTILLATE 1.95536 25.20 49.275 1.71394 25.20 43.191 0.00
RESIDUALS 0.00000 15.96 0.000 0.18041 15.96 2.879 0.00
LIQ PROP 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
PPV ADJ 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
MISSILE 0.00000 0.00 0.000 66.22600 1.00 66.226 0.00
TOTAL 64.23975 26.28 1,688.372 69.92506 3.03 212.104
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Fuel Procurement
Air Force Working Capital Fund

FUND15 AF Supply Management Activity Group FY 2002 Amended Budget Submission
(Dollars in Millions) June 2001
2001 PROCURED FROM DESC PROCURED BY SERVICE
COST PER EXTENDED COST PER EXTENDED STABIL
BARRELS BARREL PRICE BARRELS BARREL PRICE PRICE
(MIL BBLS) %) ($ MIL) (MIL BBLS) %) ($ MIL) %)
JP-4 0.00000 50.82 0.000 0.00000 0.00 0.000 0.00
JA-1 0.06978 42.00 2.931 2.75868 63.00 173.797 0.00
JP-5 2.74392 43.26 118.702 0.00000 0.00 0.000 0.00
JP-8 56.20962 42.42 2,384.412 0.00000 0.00 0.000 0.00
AVGAS 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
INTO-PLANE 2.00595 53.34 106.997 0.00000 0.00 0.000 0.00
MOGAS,UNL 0.63228 45.78 28.946 0.27767 45.78 12.712 0.00
MOGAS,LD 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
DISTILLATE 1.93580 41.16 79.678 1.15814 41.16 47.669 0.00
RESIDUALS 0.00000 27.30 0.000 0.11641 27.30 3.178 0.00
LIQ PROP 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
PPV ADJ 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
MISSILE 0.00000 0.00 0.000 67.82400 1.00 67.824 0.00
TOTAL 63.59735 42.80 2,721.666 72.13490 4.23 305.180
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Fuel Procurement
Air Force Working Capital Fund

FUND15 AF Supply Management Activity Group FY 2002 Amended Budget Submission
(Dollars in Millions) June 2001
2002 PROCURED FROM DESC PROCURED BY SERVICE
COST PER EXTENDED COST PER EXTENDED STABIL
BARRELS BARREL PRICE BARRELS BARREL PRICE PRICE
(MIL BBLS) %) ($ MIL) (MIL BBLS) %) ($ MIL) %)
JP-4 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
JA-1 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
JP-5 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
JP-8 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
AVGAS 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
INTO-PLANE 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
MOGAS,UNL 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
MOGAS,LD 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
DISTILLATE 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
RESIDUALS 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
LIQ PROP 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
PPV ADJ 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
MISSILE 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
TOTAL 0.00000 0.00 0.000 0.00000 0.00 0.000
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FY 2002 War Reserve Material (WRM) Stockpile

Air Force Supply Management Activity Group (SMAG)

($ in millions)

STOCKPILE STATUS

WRM
Total Protected WRM Other

1. Inventory BOP @ Std 709.112 550.389 158.723

2. Price Change 50.947 34.016 16.931

3. Reclassification 0.000 0.000 0.000]
4. Inventory Changes

a. Recipts @ Std 0.000 0.000 0.000

(1). Purchases 0.000 0.000 0.000

(2). Returns from customers 0.000 0.000 0.000

b. Issues @ Std -20.500 -20.500 0.000

(1). Sales 0.000 0.000 0.000

(2). Returns to suppliers -4.500 -4.500 0.000

(3.) Disposals -16.000 -16.000 0.000

c. Adjustments @ Std -37.352 -26.755 -10.597

(1). Capitalizations -12.378 -15.362 2.984

(2). Gains and losses 1.393 0.000 1.393

(3). Other -26.367 -11.393 -14.974

5. Inventory EOP 724.573 562.298 162.275

STOCKPILE COSTS

1. Storage
2. Management
3. Maintenance/Other

Total Cost

Air Force WRM is intermixed with existing supply inventories
under the spare-is-a-spare concept or to prevent spoilage of
perishable items. As such, seperately identifiable WRM
stockpile costs are not available.

1. Obligations @ Cost
a. Additional WRM
b. Replen WRM
c. Repair WRM
d. Assemble/Disassemble
e. Other

WRM BUDGET REQUEST
29.224 29.224 0.000
0.000 0.000 0.000
20.224 29.224 0.000
0.000 0.000 0.000
0.000 0.000 0.000
0.000 0.000 0.000
0.000 0.000 0.000
29.224 29.224 0.000

Total Request




AIR FORCE WORKING CAPITAL FUNDS
FY 2002 AMENDED BUDGET SUBMISSION
DEPOT MAINTENANCE ACTIVITY GROUP (DMAG)

DMAG Mission Statement

DMAG provides major overhaul and repair of weapon systems and spare parts
while striving to meet or exceed required standards for quality, timeliness and
cost. In peacetime, DMAG enhances readiness by efficiently and economically
repairing, overhauling and modifying aircraft, engines, missiles, components and
software to meet customer demands. During wartime or contingencies, DMAG
surges repair operations and realigns capacity to support the warfighter's
immediate needs.

Repair and overhaul are accomplished by both Air Force Materiel Command
(AFMC) depots and contract operations. DMAG operates on the funds received
from its customers through sales of its services. Less than one percent of the
annual DMAG budget comes from funds authorized by Congress.

DMAG Customers, Products and Services

DMAG provides support to a variety of customers. The single largest customer is
the Supply Management Activity Group (SMAG), which generates approximately
49 percent of the DMAG revenue. The components repaired for SMAG replenish
spare parts to the Air Force supply chain. Approximately 44 percent of the
DMAG revenue comes directly from work performed for the major commands, Air
National Guard and Air Force Reserve. The balance of the DMAG work comes
from other services, other government agencies and foreign countries.

DMAG provides scheduled overhaul for airframes and engines based on a
planned timetable for each weapon system. DMAG also repairs individual
components routed from the field. Missiles and ground electronic systems are
repaired through scheduled and unscheduled depot maintenance. Further,
AFMC depots provide an extensive software capability to develop or modify
software used to operate weapon systems, as well as software designed for
diagnostic purposes. Depots locally manufacture critical components required
for parts not otherwise obtainable in a timely or cost effective manner. Finally,
DMAG provides storage for all military services at the Aerospace Maintenance
and Regeneration Center at Tucson, AZ for equipment currently not needed by
the active forces.



DMAG Objectives

Five objectives in the AFMC strategic plan enable DMAG to achieve its mission,
committing the activity to improve in expeditionary aerospace support, weapon
system management, cost reduction, work force management and infrastructure
realignment. DMAG objectives support the AFMC mission essential tasks
contained in the Air Force Doctrine Directive 1-1.

1. Expeditionary Aerospace Support: Reduce total flow days for end items
undergoing depot maintenance by 20 percent by the end of FY 2000 and an
additional 20 percent by the end of FY 2005 from the FY 1998 baseline for both
contract and organic repair. Meet end item delivery commitments 90 percent of
the time by the end of FY 2000 and 95 percent of the time by the end of FY 2005
through data modernization. Engineer labor standards to accurately describe
changing work requirements.

2. Weapon System: Sustain and improve fielded weapon systems by meeting or
exceeding specific performance, cost, schedule, safety and certification
commitments by FY 2005.

3. Cost: Reduce average customer price after inflation by eight percent from the
FY 1998 baseline by the end of FY 2007. Consolidate core
capabilities/technologies from closing depots to remaining depots by the end of
FY 2001. Compete non-core workload within the limit of current statutes.
Develop partnerships with industry to place unused but essential capacity into
service. Manage costs each year to ensure net operating result goals are met.
Hire additional production management specialists to improve the contract
management program. Improve the management of material.

4. Work Force: Develop a qualified, flexible work force in sufficient numbers with
appropriate employment/skills mix by FY 2005 to support the AFMC FY 2007
performance and cost objectives.

5. Infrastructure: Support the mission and people at AFMC installations with
capital infrastructure that is properly sized, configured and maintained to enable
productive operations and achieve Air Force quality of life standards by FY 2010.

Outlook

As the Air Force’s Expeditionary Aerospace Force concept evolves, DMAG will
remain a fundamental element of both readiness and sustainability by providing a
cost effective, rapid repair capability. DMAG will continue to: a) provide a core
Air Force depot capability to retain an in-house source of technical competence;
b) seek new methods for efficient use of resources such as partnering,
government owned/contractor operated facilities and contractor field teams to



augment in-house operations; c¢) pursue competitions and outsourcing for
workloads unnecessary to support core capabilities; d) lower overhead cost; e)
decrease flow days for systems and components; f) increase parts availability to
the repair line; and g) decrease material costs through process reviews, adoption
of commercial practices and engineered standards.

DMAG Mission Description

DMAG provides the capability, organic and contract, that guarantees mission
support of workload for combat forces. Organic depot maintenance ensures
support of mission essential workload and support of workload that commercial
sources cannot or will not perform. Contract depot maintenance also supports
non-mission essential workloads and mission essential workloads where the risk
of non-support is low. This can include military workloads that have commercial
derivatives, where there are multiple contract sources to perform the work, and
where these sources have experienced few production disruptions.

The average depot maintenance aggregate throughput (aircraft flow days)
continues to decrease each succeeding year since FY 1996. The average flow
days for FY 2000 to date are 140 days for aircraft produced by organic and
contracted sources. This is down from an average of 156 days for FY 1996.
While the total flow day averages for the general population of aircraft
undergoing depot maintenance actions are decreasing, airframes such as the
KC-135 and C-5 continue to be problematic. Some aircraft are incurring
additional flow days due to unanticipated airframe related problems or supply
delays. AFMC is aggressively pursuing resolution of these problems with goals
of reducing total flow days and depot related costs.

Organic depot maintenance services include repair, overhaul and modification of
aircraft, missiles, engines, engine modules and associated component items,
exchangeable spare parts and other major end items. Other services include
local manufacture, software maintenance, aircraft storage and reclamation, and
support to base tenants. Current organic depot maintenance sites include:

Ogden Air Logistics Center (OO-ALC), Ogden, UT

Oklahoma City Air Logistics Center (OC-ALC), Oklahoma City, OK
Warner Robins Air Logistics Center (WR-ALC), Robins, GA

Aerospace Maintenance and Regeneration Center (AMARC), Tucson, AZ

Recent base realignment and closure (BRAC) decisions resulted in the
closure/realignment of the following Air Force depot maintenance facilities
effective 13 Jul 01:

San Antonio Air Logistics Center (SA-ALC) (Realigned)
Sacramento Air Logistics Center (SM-ALC) (Closed)



While turbulence in productivity is expected as a result of the workload transition,
DMAG looks forward to a more steady state of operation and increased
productivity.

DMAG'’s environment continues to change in response to technology advances.
Weapon systems embodying new materials and technologies require new
maintenance processes, while improvements in reliability and reducing the
frequency of maintenance for items have become priority concerns. The net
result is a requirement for greater flexibility in addressing both the peacetime and
wartime workload changes. This flexibility is partially achieved by employing
both organic and contractor repair sources.

DMAG Mission Organization

DMAG is managed under a chief executive officer structure. The AFMC
Commander (AFMC/CC) is the Chief Executive Officer (CEO). The AFMC
Director of Logistics (HQ AFMC/LG) serves as the Chief Operating Officer (COO)
and the AFMC Director of Financial Management (HQ AFMC/FM) is the Chief
Financial Officer (CFO).

At the air logistics center level, the center commander (CC) has the responsibility
(both operational and financial) for depot maintenance at that center. The center
COO responsibility is exercised by the Director of Logistics (LG at OC-ALC, OO-

ALC and WR-ALC) or the center Executive Director (CD at AMARC). Day-to-day
management of the financial portion of the DMAG is managed by the center CFO
while the depot maintenance managers manage the production.

Financial Highlights

Customer Orders: ($M)

EY00 FY01 FY02
Organic $2,919.5 $3,222.0 $3,976.9
Contract $2,332.4 $2,408.1 $2,529.5
Total $5,251.9 $5,630.1 $6,506.4

FYO0O0 FYOl1l FY02
Revenue $5,273.8 $5,626.1 $6,241.4
-Cost of Goods Sold $5,327.2 $5,640.4 $5,949.1
= Operating Results $(53.4) $(14.3) $292.3
Net Operating Results $(109.0) $(14.3) $292.3

Accumulated Operating Results for
Budget Purposes $(147.3) $(211.6) $(43.3)



Stabilized Sales Rates and Prices:

FY00 FYO1 FY02
Organic Composite Sales Rate
Rate Change (6.6%) 12.5% 16.9%
Contract Customer Price Change 0.0% 0.0% 2.0%

The following shows changes from the FY 2001 organic composite rate to
the FY 2002 composite rate:

FY 2001 Composite Rate $134.96
Material Inflation / Consumption 7.74
Pay Raises 3.02
Other Inflation .82
DLA Cost 1.75
Facilities & Equip Maintenance 1.72
DMAPS DISA 1.09
Productivity 3.49
Depreciation 1.94
Utilities / Training / Other 1.20
FY 2002 Composite Rate $157.73
Other Highlights
FY00 FYO1 FY02
Direct Production Standard Hours
(Hours in Millions) 22,309 22,478 22,866
Manpower Resources:
Civilian Endstrength 20,434 20,081 20,078
Civilian Workyears (w/o OT) 20,918 21,016 21,282
Military Endstrength 220 258 226

Current Issues:

1. Net Available:

Net available (in months) as represented in this submission is as follows:

FYO0O0 FYO1 FY02
Organic 3.0 2.9 3.2
Contract 4.7 4.4 4.6

2. Productivity

The workload transfers from the closing centers have had an expected - and
temporary - negative effect on production. Approximately 40% of the workload



has moved to new sources of repair. These negative effects include workload
transfer slippage, facility modifications, deficient equipment and personnel issues
that must be worked. A major personnel issue being faced is less than the
desired number of personnel moving from closing to gaining centers, which has
necessitated additional hiring and a requirement for increased training. Our
projected productivity indicators were developed to coincide with the effects of
this significant change in workload realignment and hiring plan. In order to
ensure adequate customer support, while bringing our civilian workforce to
journeyman level qualifications, DMAG has employed contract augmentees to
supplement the organic workforce. DMAG is committed to progressive
improvement of productivity as we move past the initial turbulence associated
with major workload realignment.

3. Union Grievance Over Environmental Differential Pay

The American Federation of Government Employees (AFGE) Local 1627 is
grieving the Air Force's failure and/or refusal to pay environmental differential pay
to the union's bargaining unit employees as a result of asbestos exposure at
Kelly AFB since March 1975. On 11 Feb 2000, an arbitrator issued a decision
limiting the amount of differential pay to six years under the Back Pay Act.
Potential timing and cost of any settlement is difficult to estimate or predict and,
as such, is not included in this budget. The estimates for the potential settlement
could, if the union's grievance prevails, reach approximately $100M. Itis also
possible that the Air Force and AFGE Local 1617 could settle for some figure
less than $100M.

4. DMAG Strategic Plan Initiatives

The FY 2000 AFMC Depot Maintenance Mission Activity Strategic Plan includes
13 objectives that are at varying stages of implementation. However, all are
currently on track with scheduled milestones. Two objectives, the industrial
engineer (IE) technician program and improved contract depot maintenance
management have provided positive results. To date, IE technicians have
engineered approximately 72,000 hours and standard changes have been
implemented while another 57,000 hours are in coordination. The net result is a
reduction in maintenance labor hours. Contract DMAG is strengthening their
organizations within each of the centers to support this effort. As a result,
significant cost avoidance has been achieved through better oversight and
control of material.

5. Phase-Out of Job Routing

Within Air Force depots, "job routing” is the repair of exchangeable items, outside
of the supply system, as part of the process of repairing the next higher
assemblies. The process of job routing understates total repair cost of an item
by not incurring the SMAG surcharge, which should be associated with the



exchangeable item. Perhaps more important is that it masks both failure and
usage data internal to DMAG shops, both of which are critical to accurate repair,
spares and parts forecasting. In FY 2000, the TF33 engine was prototyped for
phase-out of job routing. The remaining engines are to be prototyped in FY
2001, as well as other selected components. Navy assets and competed items
will be excluded from phase-out of job routing. After FY 2001, job routing will be
accomplished only by exception. The transition to non-job routing will improve
control over material, promote single requirements development, lead to better
distribution decisions, shorten maintenance flow times and improve Air Force
business processes by better allocating the total cost of doing business to the
activities receiving the support. Non job routing will increase direct material
expense by the amount of the surcharges associated with additional SMAG
issues (and will correspondingly decrease material expenses to SMAG's non-
DMAG customers).



Changes in Cost of Operations
Air Force Working Capital Fund

FUND2 AF Depot Maintenance Activity Group

FY 2002 Amended Budget Submission

(Dollars in Millions) June 2001

FY0O TO FY01 FYO1 TO FY02

Cost of Operations

Organic 3,265.430 3,286.053
Contract 2,330.032 2,340.088
TOTAL 5,595.462 5,626.141
ANNUALIZATION

Annualization of Civilian Pay 15.113 11.299
Annualization of Military Pay 0.105 0.093
TOTAL ANNUALIZATION 15.218 11.392
PRICE CHANGES

Organic Civilian Pay Raises 31.682 32.678
Organic Military Pay Raises 0.361 0.447
Material Price Growth 54.044 143.570
Contractor Cost Growth 28.127 29.620
Contract Interservice Growth 10.647 4.899
Other Growth 7.229 6.020
TOTAL PRICE CHANGES 132.090 217.234
PRODUCTIVITY SAVINGS

Organic Labor Savings 0.000 0.000
Material Savings 0.000 0.000
Organic Other Savings 0.000 0.000
Contract Savings 0.000 0.000
TOTAL PRODUCTIVITY SAVINGS 0.000 0.000
PROGRAM CHANGES

Organic Labor Workload (4.187) (15.594)
Material Workload 12.613 (7.634)
BOS (0.304) (11.199)
Contractor Changes (51.935) 77.224
TOTAL PROGRAM CHANGES (43.813) 42.797
OTHER CHANGES

Travel & Transportation (4.663) (0.803)
Organic Depreciation 3.947 21.869
Organic Facility Maintenance 12.217 0.993
Organic Utilities (0.083) (0.765)
Data Systems Development 2.920 2.600
Organic Other ADP 5.399 5.518
Organic Equip/Vehicle Rep & Maintenance (0.096) (2.858)
Miscellaneous (92.458) (3.966)
TOTAL OTHER CHANGES (72.817) 22.588
TOTAL CHANGES 30.678 294.011
Cost of Operations

Organic 3,286.053 3,486.776
Contract 2,340.088 2,433.503
TOTAL 5,626.141 5,920.279

RUN Date/Time: 7/13/01 12:10:45
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FUND11

Sources of Revenue

Air Force Working Capital Fund
AF Depot Maintenance Activity Group

FY 2002 Amended Budget Submission

(Dollars in Millions) June 2001
2000 2001 2002
1. DOD COMPONENTS
Aircraft Procurement 324.709 173.565 115.281
Missile Procurement 1.363 3.926 4.855
Other Procurement 19.661 0.010 0.010
MAJCOM O&M 1,630.875 1,669.671 1,734.028
ANG O&M 251.639 460.932 490.912
AFRES O&M 171.058 288.177 322.507
RDTE 51.995 10.282 18.579
AF Supply Mgmt Act Group 2,246.139 2,455.158 3,178.490
Other AF Customers 60.493 33.932 30.147
Other 266.112 161.400 240.200
TOTAL 5,024.044 5,257.053 6,135.009
2. ORDERS FROM OTHER FUND
Army 3.482 0.703 0.695
Navy 122.717 126.109 123.137
Marine Corps 0.189 0.000 0.000
TRANSCOM 33.045 177.308 182.895
Other DOD Customers 6.008 4.490 4.695
TOTAL 165.441 308.610 311.422
3. TOTAL DOD ORDERS 5,189.485 5,565.663 6,446.431
4. OTHER ORDERS
Other Federal Funds 9.414 7.887 9.304
Trust Funds (Non-Federal) 0.000 0.000 0.000
FMS (Non-Federal) 52.660 56.346 50.472
Other Non-Federal Funds 0.289 0.192 0.220
TOTAL 62.363 64.425 59.996
5. TOTAL NEW ORDERS 5,251.848 5,630.088 6,506.427
6. CARRY IN ORDERS 2,901.834 2,879.879 2,883.883
7. TOTAL GROSS ORDERS 8,153.682 8,509.967 9,390.310
8. TOTAL GROSS SALES 5,273.802 5,626.084 6,241.390
9. EQY WIP 1,243.268 1,229.034 1,200.223
10. NON-DOD, BRAC, FMS & DWCF ORDERS 95.408 241.733 242.891
11. FUNDED CARRYOVER 1,606.880 1,583.797 1,875.950
12. MONTHS OF CARRYOVER 3.724 3.530 3.747

RUN Date/Time: 7/13/01 12:12:02
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Revenues and Expenses
Air Force Working Capital Fund

FUND14 AF Depot Maintenance Activity Group FY 2002 Amended Budget Submission
(Dollars in Millions) June 2001
2000 2001 2002
Revenue:

Gross Sales 5,273.802 5,626.084 6,241.390
Operations 4,936.697 5,400.181 5,936.477
Capital Surcharge 0.000 0.000 0.000
Depreciation excl Maj Const 0.000 0.000 0.000
Major Construction Dep 20.754 14.503 14.713
Cash Surcharge 50.000 50.000 50.000

Other Income 266.351 161.400 240.200

Refunds/Discounts (-) 0.000 0.000 0.000
Total Income: 5,273.802 5,626.084 6,241.390

Expenses:

Cost of Materiel Sold from Inv 0.000 0.000 0.000

Salaries and Wages:

Military Personnel Compensation & Benefits 12.185 12.234 12.102
Civilian Personnel Compensation & Benefits 1,208.809 1,249.838 1,278.949
Voluntary Separation Prog. Incentive 0.000 1.368 1.325
Reduction in Force 0.000 0.000 0.000
Retirement Fund Offset - 15% 0.000 0.628 0.615
Retirement Fund Offset - $80 0.000 0.000 0.000

Travel & Transportation of Personnel 20.323 16.557 16.019

Materials & Supplies (For Internal Operations) 1,831.999 1,898.657 2,034.720

Equipment 0.000 0.000 0.000

Other Purchases from Revolving Funds 154.911 198.906 206.913

Transportation of Things 0.000 0.000 0.000

Depreciation - Capital 109.814 107.273 129.352

Printing and Reproduction 1.886 1.882 2.035

Advisory and Assistance Services 0.000 0.000 0.000

Rent, Communication, Utilities, & Misc Charges 40.883 38.234 39.711

Other Purchased Services 2,214.652 2,100.564 2,198.538
Total Expenses 5,595.462 5,626.141 5,920.279

Work in Process, Beginning of Year 974.991 1,243.268 1,229.034
Work in Process, End of Year 1,243.268 1,229.034 1,200.223
Work in Process, Change 268.277 (14.234) (28.811)
Operating Result (53.383) (14.291) 292.300

Less Capital Surchg Reservation 0.000 0.000 0.000

Plus Passthroughs or Other Approps (NOR) 0.000 0.000 0.000

Other Adjustments (NOR) (55.647) 0.000 0.000

Net Operating Result (Calculation) (109.030) (14.291) 292.300
Net Operating Result (1307 Report) (109.030) (14.291) 292.300

Prior Year Adjustments (24.547) 0.000 0.000

Other Changes (AOR) 0.000 0.000 0.000

Prior Year AOR (5.553) (147.281) (211.572)

Accumulated Operating Result (139.130) (161.572) 80.728

Non-Recoverable Adjustment (AOR) 8.151 50.000 124.000

Accumulated Operating Result for Bdgt Purposes (147.281) (211.572) (43.272)

RUN Date/Time: 7/13/01 16:58:29 VERSION: pentagon:saf_fmbmr//FINAL



FUND16

Materiel Inventory Data
Air Force Working Capital Fund

AF Depot Maintenance Activity Group

FY 2002 Amended Budget Submission

(Dollars in Millions) June 2001
2000 2001 2002
1. Materiel Inventory BOP 227.279 344.072 347.512
2. A. BOP Reclassification Changes 0.000 0.000 0.000
B. Adjust To Standard Price 0.000 0.000 0.000
3. A. Price Changes 0.000 0.000 0.000
B. Inventory Reclass & Repriced 227.279 344.072 347.512
4. Receipts From Commercial Sources 416.134 296.403 282.987
5. Negotiated Purchases From Customers 0.000 0.000 0.000
6. Gross Sales 299.341 302.963 289.937
7. Inventory Adjustments
A. Capitalizations (Net)(+/-) 0.000 0.000 0.000
B. Returns To suppliers (-) 0.000 0.000 0.000
C. Transfer To Prop Disposal (-) 0.000 0.000 0.000
D. Issues/Receipts W/O Reimbrsmnt (+/-) 0.000 0.000 0.000
E. Customer Returns W/O Credit(+) 0.000 0.000 0.000
F. DLR Retrograde (+) 0.000 0.000 0.000
G. Other Inventory Adjustments
1. Other-Destructions (-) 0.000 0.000 0.000
2. Other-Discounts on Returns 0.000 0.000 0.000
3. Other-Trade Ins (-) 0.000 0.000 0.000
4. Other-Loss From Disaster (-) 0.000 0.000 0.000
5. Other-Assembly/Disassembly (+/-) 0.000 0.000 0.000
6. Other-Physical Inventory Adj (+/-) 0.000 0.000 0.000
7. Other-Accounting Adjustments (+/-) 0.000 10.000 0.000
8. Other-Shipment Discrepencies (+/-) 0.000 0.000 0.000
9. Other-Other Gains/Losses (+/-) 0.000 0.000 0.000
10. Other-Strata Transfers (+/-) 0.000 0.000 0.000
11. Other-Strata Transers in Transit 0.000 0.000 0.000
12. Other-Total 0.000 10.000 0.000
H. Adjustments to Revised Valuation 0.000 0.000 0.000
|. Total Adjustments 0.000 10.000 0.000
8. Inventory-End of Period 344.072 347.512 340.562
A. Economic Retention (Memo) 0.000 0.000 0.000
B. Policy Retention (Memo) 0.000 0.000 0.000
C. Potential Excess (Memo) 0.000 0.000 0.000
D. Other (Memo) 0.000 0.000 0.000
9. Inventory On Order (EOP) 0.000 0.000 0.000

RUN Date/Time: 7/13/01 12:15:19 VERSION: pentagon:saf_fmbmr//FINAL
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Air Force Working Capital Fund
Information Services Activity Group (ISAG)
FY 2002 Amended Budget Submission

The Information Services Activity Group was established, effective 1 October 1995
(FY96), under the authority of Section 2208 of Title 10, United States Code. Operations of
the group are conducted in accordance with applicable Department of Defense (DoD)
policies and regulations.

Functional Description:

There are two Air Force activities acting as one Central Design Activity (CDA)
under the command of the HQ Air Force Materiel Command, Wright-Patterson Air Force
Base (AFB), Ohio through Electronic Systems Command (ESC) at Hanscom AFB, MA.
The two activities are the Materiel Systems Group (MSG) located at Wright-Patterson
AFB, OH and the Standard Systems Group (SSG) located at Maxwell AFB — Gunter
Annex, AL.

The ISAG is authorized and provides, through the CDAs, the following information
services activities: (1 Development and operational sustainment of automated information
and communications systems on existing hardware and software platforms for Air Force
Materiel Command level logistics support systems and Air Force base level standard
support systems. This includes a 24-hour by 7-day field user help desk for field users to
call for hardware and software systems support; (2 Automated information and
communications systems requirements analysis, system design, development, testing,
integration, implementation support, and documentation services on mainframe, mid-tier
and personal computer hardware/software platforms for Air Force and DoD customers
using the Software Engineering Institute Capability Maturity Model processes; (3 And other
authorized information system services or products through the acquisition and operation
of the Commercial Information Technology Product Area Directorate (CIT-PAD)
commodity contracts for the Department of the Air Force and other agencies of the DoD.
The CIT-PAD portion of the ISAG is operated through the collection of a surcharge on the
orders submitted by the users of the contracts or blanket purchase authority. This service
provides the customers with the opportunity to stay abreast of the latest information
technology for personal computers and network hardware and services. While our primary
mission of providing CDA services is based on service level agreements (SLAS) with
known customers and on the sale of direct billable hours, the CIT-PAD business area
provides goods and services (e.g., personal computers, local area network hardware and
services including installations worldwide) to many thousands of individual customers
across the Air Force and DOD. The nature of this business cannot be supported by SLAs
and the recovery of costs through the sale of direct billable hours. Instead, the surcharge
rate is established by dividing total CIT-PAD program office expenses (the cost of
managing the programs and administering the contracts) by anticipated sales off the
contracts. Prior year profits and losses are also incorporated as adjustments to the
surcharge rate to obtain the ISAG goal of zero AOR.



The Group may furnish these products or services to agencies of other departments
or instrumentalities of the U.S. Government and to private parties and other agencies, as
authorized by law. The services are authorized to be provided by organic or contract
sources.

HQ Management:

HQ management costs provide for employees who directly support the ISAG
management and their associated travel and supplies. It also includes the Air Force
Materiel Command Enterprise Intranet, Oracle software licenses and Automated Budget
Analysis Centralized User System (ABACUS) database expenses.

Performance Indicators:

The ISAG manages to both financial and non-financial performance indicators. The
financial indicators are revenue, cost of goods sold, net operating result, collections,
disbursements, and change in cash. The Industrial Fund Accounting Systems has been the
source of the monthly data points collected for each indicator/measurement. Starting in
FY02, Defense Working Capital Fund Accounting System (DWAS) will be the replacement
system in order to operate on a modern accounting system, which provides a true funds
control and is Chief Financial Officer Act compliant. The actual data is compared to the
annual operating budget plan. An explanation of the variances (plus/minus) and a get-well